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SUB J : TEXTILES: US-HONG KONG BILATERAL AGREEMENT 

REF: STATE 182653 

FOLLOWING IN ITS ENTIRETY IS TEXT OF HANDCARRIED LETTER FROM PETER 
TSAO TO ME RECEIVED AFTERNOON AUGUST4. PLEASE PROVIDE 
SOONEST TEXT FOR MY REPLY. 

QUOTE 

DEAR CONSUL GENERAL: 1 . 1 WRITE IN REFERENCE TO THE LATEST 
PROPOSAL FROM YOUR GOVERNMENT REGARDING THE TEXT OF THE 
US/HK TEXTILE AGREEMENT WHICH AS YOU ARE AWARE, WAS 
SCHEDULED TO BE SINGED LATER THIS AFTERNOON. 

2. 1 AM PERTURBED BY THE LATEST PROPOSAL CONTAINED IN 
WASHINGTON TELEGRAM NO. 9108 TO YOU. A COPY OF WHICH HAS 
BEEN MADE AVAILABLE TO ME BY MR BILL MCCAHILL. THE 
PROPOSED AMENDMENT IS IN THE FORM OF AN ADDITIONAL CLAUSE 
AT THE END OF THE SECOND SENTNCE IN PARAGRAPH 1 OF THE 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 HONG K 09175 041015Z 

"VISA LETTER," WHICH WILL BECOME ANNEX D OF THE AGREE- 
MENT, WHEN SIGNED. THE AMENDMENT READS AS FOLLOWS: 

"PROVIDED THAT IN THE CASE OF MERGED CATEGORIES, THE 
APPLICABLE COMPONENT CATEGORIES AND QUANTITIES SHALL BE 
IDENTIFIED SEPARTELY." 

3. 1 AM PERTURBED BECAUSE FIRST, AT THIS LATE STAGE, 
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AND AFTTER ACCEPTING MOST OF THE AMENDMENTS PROPOSED BY 
THE US SIDE, THERE IS YET ANOTHER AMENDMENT, AND 
SECONDLY, THIS AMENDMENT IS ONE OF SUBSTANCE BECAUSE 
THIS WAS A POINT ON WHICH I HAD DISCUSSED BY TELEPHONE 
WITH MEMBERS OF THE US TEXTILE DELEGATION ON 22 IULY 

1977. 1 ENCLOSE AN EXTRACT FROM THE RECORD OF THIS 
CONVERSATION. YOU WILL NO DOUBT SEE THAT THE PROPOSED 
AMENDMENT RUNS COUNTER TO THE UNDERSTANDING REACHED 
BETWEEN THE TWO SIDES AS REFLECTED IN THE ATTACHED RECORD. 
I HAVE SINCE SPOKEN BY TELEPHONE WITH DR. ROBERT 
SHEPHERD OF THE US COMMERCE DEPARTMENT (HE IS CHAIRMAN 
OF COMMITTEE FOR THE IMPLEMENTATION OF TEXTILE AGREE- 
MENTS) AND MR. SHEPHERD HAS CONFIRMED THE ABOVE UNDER- 
STANDING. 

4. 1 HAVE TO INFORM YOU THAT THIS LATEST PROPOSED 
AMENDMENT IS NOT ACCEPTABLE TO MY GOVERNMENT. 

5. 1 SHOULD BE GRATEFUL IF YOU WOULD ALSO CONVEY TO 
YOUR AUTHORITIES OUR VIEW THAT THE QUESTION OF CON- 
VERSION FACTOR REFERRED TO IN WASHINGTON TELEGRAM 9108 
IS IRRELEVANT IN THIS CONTEXT SINCE HONG KONG WILL 
DEBIT APPROPRIATE AMOUNT OF YARDAGE IN ACCORDANCE 
WITH THE AGREED CONVERSION FACTORS. BOTH THE COMMERCIAL 
UNIT AND THE EQUIVALENT SQUARE YARDAGE RESULTING FROM 
THE APPLICATION OF THE APPROPRIATE CONVERSION FACTOR 
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WILL BE STATED ON THE LICENSE/VISA; AND THAT THE 
OBIECTION TO SEPARATELY LISTING COMPONENT PARTS OF 
FULLY MERGED CATEGORIES (BUT NOT MERGED CATEGORIES WITH 
SUB-LIMITS IN RESPECT OF WHICH SEPARATE CATEGORY 
NUMBER AND DESCRIPTION WILL BE GIVEN ON EXPORT 
LICENSES) IS NOT ONLY A DOCTRINAL ONE, BUT ALSO ARISES 
FROM PRACTICAL DIFFICULTIES. THE BASIS FOR MERGING THESE 
CATEGORIES WAS THE RECOGNITION BY BOTH SIDES THE 
COMPONENTS WITHIN THESE MERGED CATEGORIES ARE ESSEN- 
TIALLY IDENTICAL GARMENTS. THERFORE, FOR THE PURPOSE 
OF THE VISA WHICH, AS I UNDERSTAND IT, WILL FORM PART 
OF THE DOCUMENTATION FOR CLEARING US CUSTOMS, WE CAN 
SEE NO REASON FOR ATTEMPTING TO IDENTIFY INDIVIDUAL 
COMPONENTS IN FULLY MERGED CATEORIES. 

6. IT IS UNFORTUNATE THAT BECAUSE OF THIS LAST MINUTE 
PROPOSAL FROM YOUR GOVERNMENT, WE HAVE HAD TO DEFER, YET 
AGAIN, THE EXCHANGE OF DIPLOMATIC NOTES. I WILL BE IN 
TOUCH WITH MR. MCCAHILL TO SET ANOTHER DATE: UNQUOTE 
CROSS 
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